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TAGS: EFIN, I A 

SUBJECT: GO! EXPORT PROMOTION: ACCELERATED DEPRECIATION 

REE: (A) FAUVER/ESCOUBE TELCON; (B) TOKYO A-134, 

2/18/72; (C) TOKYO 5458, 5/25/72 

1. IN ANSWER TO REF A, EMBASSY PROVIDES THE FOLLOWING 
INFORMATION ON TERMINATION OF THE ACCELERATED DEPRECIATION 
ALLOWANCE ON EXPORT TRANSACTIONS (DESCRIBED ON P. 3, REF B). 

2. THIS TAX INCENTIVE (CALLED YUSHUTSU TOKUBETSU SHOKYAKU 
IN JAPANESE) WAS ABOLISHED EFFECTIVE 4/1/1972 IN ACCORDANCE 
WITH LAW NO. 14 OF 1972 (CABINET ORDER NO. 75) AND 
FINANCE MINISTERIAL ORDIANANCE NO. 24 DATED 4/15/1972 (AS 
REPORTED REF C). 

3. WELL INFORMED PRICE WATERHOUSE LOCAL BRANCH MANAGER 
CONFIRMS EMBASSY UNDERSTANDING THAT CHANGE IN LAW 
ELIMINATED PRIVILEGE OF TAKING ACCELERATED DEPRECIATION 
BEGINNING WITH FINANCIAL YEARS ENDING AFTER 3/31/1972. 
THEREAFTER COMPANIES OBLIGED TO APPLY STRAIGHT LINE OR 
DECLINING BALANCE METHOD TO OUTSTANDING UNDERPRECIATED 
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UNDER THIS MEASURE PROMPTLY TERMINATED. 

4. ACCORDING TO SAME MANAGER A FEW JAPANESE COMPANIES 
TOOK OPTION OF CREATING TAX EREE RESERVE INSTEAD OE 
TAKING ACCELERATED DEPRECIATION. IN THAT EVENT COMPANIES 
HAD TO RETURN TO INCOME OVER TEN YEAR PERIOD AMOUNTS SET 
ASIDE AS RESERVE, AND IN THESE RARE INSTANCES EAVORABLE 
TAX TREATMENT WOULD STILL BE CREATING LINGERING BENEEIT. 

SHOESMITH 
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